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alt.eJ:'Mtive at. 40 GIIz is to __ a ...-rate antenna tor each
cbaDDel - broad ~idth antennu n...... for the tranaaitter
HilMI very _11. one co.......,.ee of Wlinv one antenna per
channel is that it becoaes difficult w provicle 01lfti-directional
~ fraa a single .,.t_, beoauae the antenna tor one
cba_l vill Uftd. to ~ruct the ra41i.tien trOll others. For
..ator cover... , an antenna with a borizoatal beaavidth ot about
64· (such as a ..ctoral horn) is about optiawl, which would have
a pin of about 15 dBi. Onder conditions of uxiJlUll rain
at.tenuation, this gives a roU9h1y circular coverage, with the
tranaaitter on the circuaterence. It there is one antenna per
c:bannel, then it would be convenient to IICIIWlt each tranaaitter
behind ita antenna. This is also iJIportant beeaWie the
attenuation ot standard rectanfJUlar or elliptical waveguide
approach.. 1 dB per ..tre. Circular waveguide can be specially
CS-iCJD8d t. operate in a -.Ie which baa ,a 'much lower loss.
Flexible wave guide which achi..es this baa been developed but
is not thought to be comaercially available.

10.5. It best use is to be -.cte ot the spectrum, then the
cbaftnels JNft be as clo.ely packed .s pot5sible. It will be
bIportant tMt 'they clo not drift in centre trequency. Since
currently available Gunn Oscillators have a therJl&l drift ot
several MHz per deqree centigrade it will be nece.sary to apply
sOlIe stabiIization. It is possible to control the temperature
of a Gunn OScillator to a deqree or so, but a better method is
closed loop trequency control.

10.6 A .....ry of 'the 40 GBz MVDS technical par...ters
tOCJether with typical link budgets tor 40 GHz omnidirectional and
sector coverage antennas are given at Appendix F.

.1L.. ro••tIU IOU"" co,,.,
11.1. Since the clevelopaent of MVDS is still very much in its
infancy, the costs quoted in this section (Which have been
supplied to the group over the last twelve months) are very
tentative, and are given to give only general guidance on
possible costs. It should be borne in mind that a number of
piec.s of equi~nt needed for MVDS operations are still at the
development stage, and initial equipment prices may include
signiticant level. of development costs.

11.2. Initial estimate., based on 10,000 pieces suggest that
a 25 channel (+ 5 on hotstandby) transmitter, 64· sector antenna
with 15dB gain would cost between £27,500 and £47,500. In order
to meet the transmitter specification limits on spurious
..issions, _nufacturers may need to include low pass filtering
at the tran_itter output. Waffle Iron filters have been
suggested at a cost of £100-£500 depending on production runs.

11.3. For receivers, initial estimates based on production
of 100,000 units suggested prices between £200 and £350 for the
set top receiver and access control management, though later
estimates sU9gested that this could be reduced.

11.4. It was sugqested within the Group that a complete
outdoor unit of 150 _, based on a 32 dBi antenna and no LNA (MF
of 10-12 dB), would be expected to sell at £50-100 (assuming
production of at least 1000). A 200 ..r unit with a 36 dBi
antenna would be about £15 more. A unit with an LNA (MF of 6.5
dB using HDIT's) would cost about £70 more. It has been
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sun..ted that 1:be ti_aale tor production of such systems would
be nine aonths trom the start date.

11.5. Estiaates of the costs of a complete MVDS system might
be as follows:

Cost per tranaaitter (25 channels + 5
on bots ),

Average outdoor reception unit

Average installation costs

Indoor unit (Videocrypt IRD)

'1'O'1'AL UcmPnOlr COft'8

£27,500 - £47,5002

£110

£40

£115

£2.1

, This excludes master head end equipaent, encode/decode,
installation etc.

2 Maximum cost of transmitter.

11.6. By way of comparison with cable costs it is a..uaed
that the cost of a typical fUlly underground cable system is £300
per ho.. passed, plus £100 per subscriber installed. A cable
system with 33.3' penetration results in a cost per connection
of £1000 (ie the costs of three boaes passed plus one
installation). For a system with 50' penetration the C08t is
£700 per connection (ie the costs of two homes passed plus one
installation). However since a cable system of this type would
be able to support telecommunications in addition to
entertaimaent by using an overlay network in the saae duct
system, the effective capital cost of the entertainaent network
would be approximately 60' of these tigures, ie £600 per
connection with 33.3' penetration, and £420 per connection at 50'
penetration.

11. 7. In the light of the MVDS reception costs quoted in the
table above, tor MVDS to be competitive with cable delivery,
transmitter costs per subscriber would need to be less than £335
where there is 33.3' penetration (£600 - £265) and less than £155
where there is 50' penetration (£420 - £265). This means that
the number of subscribers served by a transmitter needs to be
between S2 and 142 (compared with cable at 33.3' penetration) or
between 177 and 306 (compared with cable at sot penetration) to
equate with per capita cable costs. In other words, a
transmitter would need to be able to serve a cODUDunity of 426 to
612 to be competitive with cable delivery.

Radiocomaunications Agency
Waterloo Bridge House
London SEl SUA
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Appendix A

40 Glz MYDS werkina group

Li" pC. nn.4 .nn....
Kr IC Wbittiftlbaa (Cb.inan)
Televi.ion Broadca.ting S.ction
Radioc~icationsAqency
Jtooa 306
waterloo BridfJ. House
London SE1 IUA

IIr A Burke
Consultant (Coraerly r.pre••ntinq CTA)
4/125 New Church Road
Hove
su••ex BN3 4BE

IIr B Rogers
BREMA
Folly Farm
Sebool Str.et
Woodford Bal.e, Daventry
Northamptonshire, NN11 64L

Mr P SarcJ.aunt c....... only)
GEC-Marconi Research Centre
West Hanninqfield Road
Great Baddow
Chelmsford, Essex CM2 8BN

Dr C Wildey
Formerly Business Development Manaqer
Marconi Defence Systems
The Grove
Warren Lane
stanmore, Middx, HA7 4LY

Mr P Bope
Marconi Communications Systems Ltd
Marconi Bouse
New Street
Chelmsford
Essex CMl lPL

Mr R Carver
Terrestrial Radio Systems
BT Laboratories
Martlesham Heath
Ipswich IP5 7RE
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Tel 071 215 2111
Fax 071 928 6574

Tel 0273 416335
Fax 0273 416335

Tel 0327 61116

Tel 0245 73331
Fax 0245 75244
Telex 995016

Tel 081 954 2311
Fax 081 954 3033

Tel 0245 275900
Fax 0245 275985

Tel 0473 642526
Fax 0473 644106
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Kr R scott
Jtirkcbri.t "ana
ltirkcowan
IfeVton S'tavart
Scotland DG8 08'1'

Dr G Tonge
Controller of Engineering
ITC
1tiDg. Worthy Court
Winch_tar
Bants S023 7QA

Kr D Hayter
ITC
King. Worthy Court
Winche.ter
Bants S023 7QA

Mr '1' Long (for1Mrly ITC)

Mr SPike
Fo~rly .ational 'J.'ransc~icationsLtd
Crawley Court
Winchester
Bants S021 2QA

Mr R Gray
Formerly Ferguson Ltd
Cambridge Bouse
Great Cambridge Road
Enfield EN1 1ND

Mr P A McDonald
Thorn EMI Electronics
Electronic Systems Division
Victoria Road
Feltham
Middlesex TW13 7DZ

Mr R Marzolini
Thorn EMI Electronics Ltd
Room 219
Victoria Road
Feltham Middx 'l'W13 7DZ

Mr J McPherson
Ericsson Ltd
Viking House
Foundry Lane
Borsham
W Sussex RH13 5QF

Tel 0671 83336

Tel 0962 848628
Fax 0962 886142

Tel 0962 848638
Fax 0962 848657

Tel 081 363 5353
Fax 081 367 5949

Tel 081 890 3600

Tel 0403 216354
Fax 0403 66261
Telex 877522
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It A Wood ••q
Conaultant
ED.
Leiceater Bouae
8 Leice.tar Square
London WC2H 7.

JIr P JCirby C...n only)
'1'P1C
2nd Floor
151 Buckinqbaa Palace Road
London SW1

IIr I Clarke
Philip. Microwave
Braahall Moor Lane
Hazel Grove
stockport
Cheshire SK7 58.1

Mr P Laven
SBC
Broadcasting House
Portland Place
London
WlA 1AA

Dr C J Gibbins
Rutherford Appleton Laboratory
Chilton
Didcot
Oxfordshire
OX11 OQX

Mr David Probin
Millisat
Mercia Hou.e
Senhouse Road
Lingfield Way
Darlington
Co. Durham DL1 4YF

Mr P Lowbridge
GEC/Plessey Semiconductors
Doddington Road
Lincoln LN6 3LF

Mr Roger Evans
Technical Marketing Manager
GEC/Plessey Semiconductors
Doddington Road
Lincoln LN6 3LF

Tel 071 215 1763

Tel 061 483 0011
Fax 061 483 0014

Tel 071 765 5648
Fax 071 765 5607

Tel 0235 446584

Tel 0325 382262
Fax 0325 282164

Tel 0522 500500
Fax 0522 500500

Tel 0522 500500
0522 502381

Fax 0522 500550
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lIZ' Petar Hawkins
GP'l'
section BD 918
Naw Cent.ury Park
PO Box 53
Covent.ry CV3 1&1

lIZ' St.eve Wair
av Ltd
Wat.erhouse Lane
Chel_ford
Essex au 2QU

Hr G JloZ09an-OWen
Racal It_reb Ltd
Worton Drive
worton Grange Industrial Estate
Reading
Berkshire RG2 aSB

o E Young E_g
ERA Technology Limited
Cleeve Road
Leat:berhead
Surrey KT22 7SA

Mr It Khoury
Flann Microwave Instruments
Dunmere Road
Bodain
Cornwall PL31 2QL

Mr G Heane
Flann Microwave Instruments
Dunmere Road
Boain
Cornwall PL31 2QL

Mr It Dunk
Propagation, Systems , Antennas Section
Radiocommunications Agency
Rooll 404
Waterloo Bridge House
London SE1 8UA

Tel 0203 433047

Tel 0245 453439
Fax 0245 453725

Tel 0734 868601
Fax 0734 752300

Tel 071 215 2299
Fax 071 928 5746

Mr It Yard Tel 071 215 2132
R1/SMS Fax 071 928 6574
Radiocommunications Agency
Rooll 507
Waterloo Briclge House
London SE1 80A

Or G Towler Tel 071 215 2304
Sound Broadcasting Section Fax 071 928 6574
Radiocommunications Agency
Rooll 324
Waterloo Bridge House
London SE1 8UA



IIr K BrabnarlJlr D Toman Tel 071 215 2363
Broadcasting Policy Section Fax 071 261 1257
-.dioca.aunications Agency
RooIl 322
Waterloo Bridge Bouse
London SEl 8UA

Mr A Cox/Mrs J Bresnihan (Secretary) Tel 071 215 2226
Broadcasting Policy section Fax 071 261 1257
Radioca.aunications Aqency
Room 323
wat;erloo Bridqe Bouse
London BEl SUA

Kr A Harris Tel 071 215 2132
Television Broadcasting Section Fax 071 928 6574
Radiocomaunications Agency
Room 31S
Waterloo Bridqe House
London SE1 SUA

Mr S W Noble Tel 071 215 2002
Television Broadcasting Section Fax 071 92S 6574
Radiocommunications Aqency
Room 305
Waterloo Bridqe House
London SE1 SUA
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PART I - INTRODUCTION

1. 01 The local delivery franchi.e awarded by the Independent
Television ca-mi.sion is the succe.sor to the cable franchises
awarded by the Cable Authority. It is granted under the terms
of Part II of the Broadcasting Act 1990. It licenses the
provision by ••ans of a system capable of serving more than 1000
homes, using either cable or a microwave video distribution
system (MVDS) or both, of a service consisting of the delivery
of television and radio channels, though certain services Ceg
broadcast relay alone) are exempt from licensing.

1. 02 Depending upon the circUJllstances, the award of a local
delivery franchise will involve the issue of two different
licences and sometimes a third:

a) a local delivery service licence granted by the ITC
under the Broadcasting Act 1990; and

b) a licence for the running of a telecommunication
system issued by the Department of Trade and Industry
under the Telecommunications Act 1984; and

c) (if the service is to involve the use of MVDS) a
licence issued by the Radiocommunications Agency
under the Wireless Telegraphy Act 1949.

1.03 One application made to the ITC will be treated as an
application for all necessary licences.

1.04 These general notes will be supplemented in the case of
each individual franchise by a franchise specification which will
set out the area for which applications are invited, the deadline
for applications, the available frequencies for HVDS, the minimum
tender price, the appropriate fees and other information specific
to that franchise.

1.05 The detailed notes Which follow are divided into four
parts:

Part II - the licensing requirements and the franchising
process.

Part III - regulation under the Broadcasting Act and the
conditions and restrictions under which the lTC's licences
will be granted.

Part IV - the Department of Trade and Industry's licensing
of telecommunica~ion systems.

Part v - the Radiocommunications Agency's licensing of



._6__

- 2 -

wirele.s telegraphy systems.

1.06 The.e notes do not purport to explain all the relevant
provisions of the Broadcasting Act 1990 and cannot be tak.n as
modifying the .ffect of the .tatute. Applicants should as.ure
th....lv.s that they understand how the provisions of the Act
will affect them and the business they intend to undertake.
While guidance is also given about licensing under the
Teleco..unications Act, it should be noted that such licensing
would r.fl.ct the particular applicant's proposals and the
details could differ betwe.n applicants. Applicants are strongly
urg.d to speak to the DTI (071 215 1763) about their proposed
.ystems at an .arly stage. .
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PART n - THE LICENSING UQUDtEMENTS
AND THE FRANCRISftlfG PIlOCESS

What needs a licence

2.01 A local delivery service licence is required for a service
which embraces all the following elements:

a) the use of a cable or MVDS system, or a combination
of the two, and

b) available in an area of more than 1000 homes in the
United Kingdom, and

c) delivering for simultaneous reception in two or more
of those homes a television service other than SSC,
lTV, Channel 4 or S4C.

2.02 For the removal of doubt, a local delivery service licence
is not needed

a) in respect of any system available to 1000 homes or
fewer: cable systems of this kind require only a
licence under the Telecommunications Act 1984,
application for which should be made direct to the
Office of Telecommunications (Oftel).

b) in respect of a service which delivers only the
terrestrial television broadcasting channels and any
sound-only service (Whether or not a terrestrial
broadcasting service).

c) where a cable diffusion licence is already in force
for the service concerned.

Services provided in category (b) above are SUbject to a class
licence issued under the Telecommunications Act 1984.

Identification of franchi,e areas

2.03 The ITC will be guided in its franchising programme by the
interest expressed to it in new local delivery franchises and the
areas they might cover. While the ITC reserves the right to
advertise areas different from those suggested to it by
prospective applicants, it does not presently envisage
advertising areas for which no interest has been expressed by a
potential applicant.
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2.04 The ITC will undertake its franchising programme on the
basis of grantift9 OIIe licence in anyone area. It does not
propose for the fore_able future to f)r&nt franchises which will
be in competition in the .... are., nor will it wish to grant
local delivery franchi.es covering areas which are already the
sUbject of a cable franchi.e. Prospective applicants should note
the stat_ents contained in the Government's White Paper,
'Competition and Choice: Telecommunications Policy for the 1990s'
concerning British Telecom and the conveyance or provision of
entertainment .ervices to the home.

The franchising proc••s

2.0S In summary, the process provided by the Broadcasting Act
entails the following stages:

a) having identified a prospective area as described
above, the ITC adverti.es that area and invites
applications for the licence, specifying the
frequencies that would be available for MVOS if
required; the closing date for the receipt of
applications; the application fee to be paid by all
applicants; and the minimum price which a successful
applicant would be required to pay.

b) applicants SUbmit their applications in accordance
with the requirements set out more fUlly below and
specifying in particular the amount of their cash bid
for the licence.

c) the Irc publishes the names of applicants and certain
details of their applications.

d) the ITC may seek additional information from
applicants if that course appears necessary.

e) the ITC will award the licence to the highest bidder
provided that

i) he is a fit and proper person

his proposed telecommunication system is
acceptable to the telecommunication licensing
authorities, and, if appropriate, the wireless
telegraphy licensing authorities.

iii) the ITC is satisfied that the applicant would
be in a financial position to maintain the
service throughout the period of the franchise.

iv) the source of funds for the venture is not such
that the grant of the licence would be against
the public interest.
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exceptional cirC\llUltance. do not point to
another applicant being preferred. Exceptional
circumstance. can in particUlar relate to the
extent of the coverage of the franchise area
which any applicant _y propose if it is
substantially greater than proposed by others.

DUration o{ lieenOl and ita ren8WIl

2.06 A local deliverY licence will run for 15 years from the
date on Which the aervice under the licence is started, SUbject
to the proviso that it will not l.st longer than a period of 17
years from the lTC's decision on the award of a franchise. The
Act provides that at any time atter the licence has been in force
for 10 years, the licensee may .pply tor its renewal and this
will normally be granted, on financial terms determined by the
ITC. If the licen_e decide. at that point that the lTC's terms
are not acceptable, the franchise will be opened to competition
and the licensee may submit an application containing what he
thinks is the appropriate cash bid.

Tender pADents

2.07 The {irat part of the tender is the percentage of
qualifying revenue payable by the applicant over the duration of
the licence. On advertising a particular licence, the lTC will
specify the percentage(s) of qualifying revenue (PQR) which are
to be paid in each of the accounting periods for which the
licence is in force. The ITC may set different percentages for
different accounting periods and may set"the percentage for any
period at nil. once it has set the percentages at the outset,
the ITC has no power subsequently to vary them, whatever the
changing circumstances.

2.08 The second part of the tender is the cash bid which each
applicant is required to make. The bid is expressed as a sum to
be paid in the first full CAlendar year of the licence period.
If the licence period commences, for example, in mid 1995, the
cash bid would be the amount payable in respect of the calendar
year 1996 and so on. The cash bid payable will be the amount
shown in the form at Annex 3 which should be based on prices
current in the first complete calendar year of the licence, ie
1996 prices in the example above. (The cash bid should also be
shown, but in 1994 prices, on the tables at Annex 2.1) In
considering cash bids under Section 76 (1) of the Act, the ITC may
have regard only to the amount of the cash bid, and not to the
calendar year in respect of Which, on the applicant's proposals,
it would be first payable. The cash bid, indexed for inflation,
must be paid in each succeeding year. The appropriate adjustment
for inflation will be the percentage change in the retail prices
index (RPI) between the month of November in the year preceding
the relevant year and the month of November preceding the first
complete calendar year.

2.09 Where the cash bid (adjusted for inflation) is more than
£100,000, the bid will be paid in equal monthly instalments
throughout the relevant year, as will the PQR payments described
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above. Tbe ITC bas no power subsequently to aqree to the
JI04ification of 1:be bid. Wbere there are two or m.ore equal
hipest bids, t:be ITC will invite those applicants to submit
further cash bids.

2.10 The prOCeeds froa tender payments accrue to the
Consolidated Fund and do not fora part of the ITC's revenues.
The ITC has been informed by the Departaent of National Heritaqe
that the Inland Revenue will treat the cash bid as a revenue
expen.e and that it will therefore be tax deductible. Applicants
are reainded, however, that the relevant authority on taxation
i.sue. i. the Inland Revenue, and not the ITC. Applicants are
advi.ed to seek their own advice on taxation and other matters.

Qualifying reYloye

2.11 QUalityinq revenue is defined in Section 77 (2) of the
Broadca.tinq Act 1990. It applies to all revenue received by the
licen.ee, or connected persons, or any person authorised by the
licensee under Section 73(5), that is derived from the delivery
of proqramme services listed in Section 72(2).

2.12 The services listed include television and sound
broadcastinq services, any non-dome.tic satellite service, any
licensable programme service, and any licensable sound service.
Revenue earned from advertise.ents, sponsorship, subscriptions·
or pay-per-view is defined as qualifyinq revenue, as are fees
received from a proqramae provider in respect of the inclusion
of the latter's proqrammes in the licensee's service.

2.13 Qualifyinq revenue also includes revenue earned from the
use of the telecommunications system and the sale or hire of
equipment necessary for the reception of the licensee's service.
Where the telecommunications system and/or associated equipment
is also used for the purposes of conveyinq telephony services or
non-licensable services, such as security and home bankinq,
revenue will have to be apportioned to those services. The ITC
will need to be satisfied that the apportionment represents a
reasonable amount and would not expect it to exceed 50 per cent
of the total revenue or the marqinal cost of the system or
apparatus, whichever is less. The licensee or any connected
person must establish and maintain separate accounts SUfficient
to enable the ITC to identify and assess qualifying revenue.

2.14 Installation charqes do not form part of qualifying
revenue. However, where a license. includes in the installation
package the provision of services for a trial period, the ITC
will im.pute a value for the amount Which would have been received L.
by reference to the terms and conditions relating to
SUbscriptions.

2.15 Revenue derived from non-proqramme services, for example
telecommunications services and interactive services such as
security and home banking, are not counted for the purposes of
qualifying revenue.
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2.16 Details of the arranq_nts for ascertaining and collecting
tender paywents based on qualifyinq revenue and their accounting
tre.1:aent will be qiven in a revilHlC! adition of Statement of
Principles on Qualifying Revenue which the ITC is required to
pUblish atter consultation with the Secretary of State and the
Tr_sUZ'Y. The rrc has not yet (Nov_her 1993) completed that
consultation proces. and, therefore, the definition of qualifying
revenue given above _ay be subject to change.

2.17 The ITC will charge an application fee which will be on a
sliding scale related to the size of the licence area advertised.
The amount payable is given in the specification for the area
advertised. This will not be returnable to unsuccessful
applicants.

2.18 In addition, succe.sful applicants will be required to pay
an annual licence fee on grant of the licence to the ITC to
enable it to .eet its own costs. This will be on a scale (to be
reviewed annually) Which is related to the size of the licence
area. The scale of fees for 1994 is as follows:

1,001 - 10,000 homes passed
10,001 - 20,000 homes passed
20,001 - 50,000 homes passed
50,001 - 150,000 homes passed

150,001 - 250,000 homes passed
250,001 - 350,000 homes passed
OVer 350,000 homes passed

This tariff will be reviewed annually.

1,100
2,150
3,150
3,950
4,700
5,850
6,650

For details of fees in respect of the licences granted under the
Telecommunications and Wireless Telegraphy Acts, see paragraphs
4.11 and 5.09 respectively.

Qwnership prohibitions

2.19 Under the Broadcasting Act, certain persons are prohibited
from holding local delivery licences or from controlling the
companies which do. The prohibited classes are as follows:

a) a local authority

b) a political body

c) a religious body

d) any company controlled or unduly influenced by any
of the above or by their officers or associates or
in which they hold more than a 5% interest

e} the BBC or the Welsh Fourth Channel Authority or any
company in which they hold any interest
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an advertising agency or any co-.any controlled by
such an agency or in which it holds more than a 5%
intere.t

a cc.pany inwbich the Cbannel 3 license. or a local
radio station in the __ area holcl. more than a 20%
interest or which holds JIOre than a 20% inter.st in
the Channel 3 licen.ee or the local radio station

a company in which the proprietor of a local
nevapapar in the .... area holds more than a 20%
interest or which holds more than a 20% interest in
the local newspaper.

ii)

Content of applications

2.20 30 copi.s of each complete application will be required.
In addition, a further 30 copies of Part I (Sections A, Band
C), which will be available to the public, are also required.
section D will remain confidential to the ITC and its advisors
and will not be pUblished. The application documents must be
accompanied by the application fee specified by the ITC. Every
application must be in the following form.

Part I

section A

Details of the applicant, or, where a partnership or body
corporate, its partners, shareholders and directors and structure
or control (there will be a formal ownership questionnaire and
declaration to be completed prior to grant of licence).

section B

A technical plan indicating:

i) the parts of the franchise area which would be
covered by the service, inclUding a detailed A4 or
A3 map at 1: 25000, 1: 50000 or 1: 100000 as appropriate
showing that coverage area.

the timetable in accordance with which that coverage
would be achieved. Applicants should note that this
ti••table will be incorporated in any Broadcasting
Act licence subsequently granted to the applicant.

iii) the technical means by which the c;:overage of the area
would be achieved, that is, Whether by broadband
cable, SHATV systems, MVDS or a mixture of these.
Sufficient information is required in accordance with
Parts IV and V of these notes to permit the
consideration and issue of licences under the
Telecommunications Act and Wireless Telegraphy Act.
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Wbere detailed information under this
sua..ction 8(iii) is provided that is caBaercially
....itiv. it ••y be included .s an additional
confidential section (Which should be bound in
Part II t0gether with section D), cross-referenced
trca this .ection, but nevertheless sufficient
information JIlUst be provided in Part I Section 8(iii)
to enable a qeneral a••••_nt of the technical means
of delivery that is proposed.

the extent if any to lIhich the applicant propos.s
'that the provision of the service should be sub
contracted to anyone else.

~ection C

A statement as to the applicant's cash bid in respect of the
licence, in the form at Annex 3.

~rt XI

~ctiQn 0

1. For the purposes of this section all tables and other
projections should be provided on the basis of complete calendar
years (ie, ending 31 December). Where information can be
provided for part of a year only, a note on the period covered
should be included. All monetary values should be expressed in
constant 1994 prices, in pounds sterling.

2. The applicant should provide a business plan and financial
projections for the full duration of the licence. These must
demonstrate how the applicant expects to sustain the proposed
service over the licence period and should include profit and
loss, cash flow and balance sheet projections.

3. Details of services which are an inteqral part of the
business but which fall outside of the scope of the Local
Delivery Licence (for example the provision of telephony
services) s~ould be separately identified wherever possible in
the business plan and projections. .

4. Details of the basis on which any joint income of costs
(and joint or common cash) have been allocated must be provided.
Joint income would include, for example, SUbscription and
equipment rental fees Which encompass payments for both
television and telephone services. Joint costs may include
network operating costs, overheads, interest charqes, etc.

(8) Profit and loss projectiops

5. comprehensive annual profit and loss projections should be
given for the full period of the licence. A layout which all
applicants are asked to use, identifying the minimum level of
information required, is given in Annex 2.1.
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6 . Income frOID progra..e services should be broken down
according to the nature of the payaeats received (subscriptions,
pay-per-view, etc). Income from other sources, including
telephone .ervice., should be separately identified.

7. Full details of, and the basis for, all significant
assumptions sbould be provided inclUding:

(i) Income

the rate at which the network is built in terms of
hoaes passed in each year of the 'licence period.
Details should also be provideid of the communities
covered in each year;

- the number of sUbscribers (penetration per homes
passed) in each year of the licence period,

- tariff details, inclUding the prices charged to
subscribers for individual and combinations of
proqrammes, for equipment rental and for
installation/connection;

- provision for specific bad debts (Which are an
allowable deduction from qualifying revenue) .
Applicants should also provide a note on the
arrangements he proposes to introduce for debtor
contrOl, particularly in relation to individual
subscribers.

(ii) Expenditure

- the depreciation policies;

- the dividend policy;

- the handling of pre-operational and development
expenditure (see paragraph 8 below);

- staff costs (see paragraph 9 below); and

- the cost of bought-in programmes.

(iii) Interest rat.s on bgrrowings and deposits; and
apecial lending .rran....nts. includina any inter
Group loans Ind caps/floors on borrowing r.t.s.

(iv) TIX rites and capital allowances.

(v) Exchange rates where significant foreign currency
expenditures are made or where foreign investment
is used.

Notes:

(1) Where the applicant is part of a group, any
management or other inter-group charges should be
identified. Where the applicant intends to use the

'-. ..
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resources of an existing licence, details should be
given of any contributions to costs which will have
to be met.

(2) The applicant sbould also state whether the
projections have been prepared on the basis that the
licence will re..in in torce for the initial fifteen
years only or will be renewed.

Pre-operational and deyelopmwgt expenditure

8. The applicant should provide in a separate note the
proposed pre-operational expenditure in the period up to the
commenc..ent ot the licence, together with a note of subsequent
developaent expenditure, and its tiain" relating to the build
proqra_e. The DOte. should .. in bath 8¥p9n4ityre and cash flow
fOrmat,. The proposed accounting treataent of pre-operational
and development expenditure should also be indicated. The format
of the notes on pre-operational and development expenditure is
for the applicant to decide, but they should include at least
the following headings:

- staff and related costs;
- premises;
- capital eXPenditure on technical equipment;
- capital expenditure on other equipment;
- other facilities costs;
- cost of programming; and
- press, pUblicity, and marketing.

Staffing policy

9. The applicant should also provide in a separate note the
proposed arrangements for staffing during both the construction
and operation phases. Details on the levels of employment and
use of contract staff should be given for ~ of the major
activities such as engineering, sales and marketing, customer
service and administration.

Cb) Cash flow projections

10. The applicant should provide 4etailed cash flow projections
covering the full fifteen-year ~ of the licence and any pre
operational period. From the award of the licence until the end
of the second complete calendar year following the commencement
of the licence the projections should be provided on a quarterly
basis. Thereafter the projections should be on a calendar year
basis until the 31 December following the end date of the
licence.

11. The format of the cash flow statement is a matter for the
applicant to decide but should include as a minimum the headings
set out in the illustrative form shown in Annex 2.2. For each
guarter or year the applicant sh~d indicate the maximum level
of borrowings drawn under all t'ci~ities where the level is not
the same as the balance at the end of the quarter or year.
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(e) "lapa.....S.

12. Irr••pective of his chos.n y.ar-end, the applicant aust
provide proj.cted balanc. sh••ts a. at the start and .nd dat.s
of the propoeed licensed service, and at each intervening
calendar year-end.

liQtA:

Balance she.ts should follow the form. required for the
purpo.es of UJ{ audlt.d account. (in the cas. of an
applicant not incorporated in the tJI( adjust.d balanc.
sh••t. in this fora .hould be provided). Balane••h.ets
up to and including 31 DlCIIIbIr 1"7 .hould includ. the
principal not.s r.quired for the PUrPO"s of OK audited
account., and for sUbsequ.nt y.ar. tho•• note. wh~ch the
applicant con.iders material to an understanding of its
financial position.

(d) Sensitivity t.sts

13. The applicant is asked to conduct five sensitivity tests
in the form of revised versions of the Profit , Loss projections
and the Cash Flow and Balance Sh••t proj.ctions. In th. first
instance. the reyiled proittetipD' abpul4 refl.ct pnly the .ffectl
of the sensitivity test being cpa.i'ar.d. The applicant should
also provide supporting c01Dlentary to explain how he would
accommodate any variance arising from the test in his
construction plans, profitability, and ~ash flow.

Each of the following variants to the applicant's main
projections should be considered separately:

(i) penetration in each year is only 90 per cent of the
base case levels;

(ii) the average revenue received per subscriber is 10 per
cent lower than the base case in each year of
operation;

(iii) programme costs are 10 per cent higher than the base
case in each year of operations;

(iv) a combination of (ii) and (iii) above;

(v) a slower rate of network build results in a one year
delay in the connection of the first SUbscriber. The
applicant should explain what SUbsequent action would
be taken, if any, to accelerate the build programme
and the consequences of this.

~:

All percentages are expressed in real terms (ie they should
be applied to revenues and costs which are stated in
constant 1994 prices).
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14. The applicant should provide any other sensitivity tests,
with supporting written comaentary which be believes may be
relevant or of assistance in providing an understanding of his
busin... plan••

Ce) lp4i\eA ICOIgRts

lS. If the applicant is an established company, he should
provide the audited accounts of the applicant company for the
most recently completed financial year. If the.e are not yet
available, audited accounts for the previous financial year,
together with any interim financial stateaent, and draft accounts
or management accounts for the most recent financial year shOUld
be provided. If the applicant is not an e.tablished company he
should contact the ITC as early as po.sible to discuss the
applicant's particular circumstance. and shareholding structure
so as to determine what accounts should also be provided.

li.Qt§.:

If the applicant's financial position is supported by a
guarantee, the latest available audited accounts of the
guarantor should also be provided.

(t) Accountant's letter

16. The applicant should provide a letter from a firm of
accountants, practising in the UK, providing an opinion that the
projections, inclUding the sensitivity tests, have been properly
prepared on the basis of the assuaptions stated, and that the
accounting policies have been properly and consistently applied
throughout the licence period.

(9) Funding arrangements

17. The applicant should describe as clearly as possible the
f lexibility of his funding arrangements, inclUding any
alternative arrangements Which may be available to him. The
following details of his financing structure should be provided:

(i) full details of the equity share c8:pital of the
company, inclUding: .

Ca) the par value of the shares;

(b) the number of authorised and issued shares;

ec) the voting and dividend rights attaching to
the shares;

(ii) full details <as above together with conversion and
other specific rights) of any other share capital in
issue, inclUding all forms of preference shares,
convertible loan stock, options, or warrants;
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(iii) full details of all borrowing facilities available
to the ccnapany and the extent to which they are
currently dr.wn down, including, inter alia,
overdr.ft facilitie., revolvinq cr.dit facilities,
t.ra loans, mortq.ge and birepurcba.e facilities,
finance and operating 1••••• , and any inter-company
loan. from any oth.r -.r of th. same group. The
details should include the ..ount and terms of all
borrowinqs (repa~ntdetail., cov.nants, etc.), any
aec:urity provided and cbarqe. against company (or
oth.r group company) •••eta, and the names and
address•• of lenders of and quarantors to any of the
facilities; and

(iv) full details of any continqent liabilities and off
balance sheet financing arrangements.

Notes:

(1) Where the applicant propose. to raise new debt, in
whatever form, he should provide written evidence
that in principle such arrangements are available.
This should be in the form of a letter of intent
from the principal lenders, covering the following
points:-

- the amount, type and duration of the facility;

- the drawdown schedule;

- the approximate costs of the facility, within
an indicative range;

- any security or guarantee required in support
of the facility;

- full details of any conditions precedent;

- the principal covenants (inclUding specific
details of cover ratios);

details of warranties and undertakings given
under the financing agreements and details of
events of default; and

- the length of time required to put the facility
in place, including details of any due
diligence or prior obligations Which would need
to be met for the financing to be available.

(2) Where the applicant proposes to raise new equity
finance, he will be required to provide written
evidence that arrangements for the provision of new
equity are achievable. For example, where the
applicant intends to raise new capital in the market,
he should provide a comfort letter from financial
advisers or stockbrokers confirming that such a
capital-raising exercise would be possible assuming
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no ..tarial change in current market conditions. The
written evidence should also set out any pre
conditions or other prior obligations to be met.

Applic.nts who will require to finalise their
financing arran9_ents or obtain shareholder approval
in general meeting, following award of the licence,
should note that such conditions must be met within
twelve weeks of the award of the licence.

lEI. The applicant should st.te .ny consents, cle.rances,
perai••ions and approvals (inclUding EC H.rger approval)
nec••••ry or .ppropriate, or other conditions Which would need
to be met before he could take up the .ward of the licence.

19. Written confirmation of aqr....nt in principle should be
submitt.d where specified investors have committed to subscribe
for more than 5 per cent of the applicant's total financing,
covering in particular:

the amount to be invested;

the percentage shareholdingi and

any pre-conditions to making the investment.

Working clpital

20. The Directors of the applicant (or the equivalent officers)
should state that they believe the applicant has sufficient
working capital, at least for the first five years following the
grant of licence on the basis of the projections provided.
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PART m -11IE lTC'S CONTINUING REGULATION

rerformance of obligations

3.01 The ITC and Ottel (the antore_ant aqency in respect of all
TelecCBaunications Act licences) will need to monitor the
development and operation by the licens.e of the trans.ission
system proposed in the application. Failure to adhere to the
ti.atable for the coveraqe of the franchise area will, in
particular, represent a breach of the conditions of the local
delivery licence.

Programme requirements

3.02 The licence granted to a local deliv.ry operator will not
contain any provisions making the licensee responsible for the
content of programme services relayed on the system, other than
for local advertising avails and for toreign satellite proqrammes
originating outside the European community or other Member States
of the Council of Europe Which may from time to ti.e be specified
by the Secretary of State for National Heritage. This reflects
the need for programme services provided from within the UK to
be separately licensed, and the provisions of the EC Directive
on Broadcasting and the Council of Europe Convention on Trans
frontier Television requiring services requlated in one Member
State to be accepted in others without additional restrictions.

3.03 The effect is that a local delivery franchisee may provide
as part of the licensed service any channel licensed by the ITC
and any channel originating in a European community country or
in a specified Council of Europe country. Channels from other
countries may also be carried, provided that the local delivery
operator satisfies himself that the programmes and advertising
conform with the lTC's Codes and makes arrangements for
recordings to be made and retained so that .they may be produced
if required within 30 days of transmission.

3.04 It should be noted that local delivery franchisees will
need a separate licence for any local programme service that they
wish to prOVide. The arrangements for these licences are set out
in the guidance notes to applicants for licences for non
broadcast television services.

3.05 Local delivery franchisees may however insert local
advertising (local avails) under their local delivery licence,
provided they ensure that advertisements comply with the lTC's
Codes on Advertising and arrange for recordings to be made and
retained for 30 days for production if required.


